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CONTROLLER'S  OFFICE 
CITY  SERVICES  AUDITOR 

The  City  Services  Auditor  was  created  within  the  Controller's  Office  through  an  amendment  to  the 
City  Charter  that  was  approved  by  voters  in  November  2003.  Under  Appendix  F  to  the  City  Charter, 
the  City  Services  Auditor  has  broad  authority  for: 

•  Reporting  on  the  level  and  effectiveness  of  San  Francisco's  public  services  and 
benchmarking  the  city  to  other  public  agencies  and  jurisdictions. 

•  Conducting  financial  and  performance  audits  of  city  departments,  contractors,  and  functions 
to  assess  efficiency  and  effectiveness  of  processes  and  services. 

•  Operating  a  whistleblower  hotline  and  website  and  investigating  reports  of  waste,  fraud,  and 
abuse  of  city  resources. 

•  Ensuring  the  financial  integrity  and  improving  the  overall  performance  and  efficiency  of  city 
government. 

The  audits  unit  conducts  financial  audits,  attestation  engagements,  and  performance  audits. 
Financial  audits  address  the  financial  integrity  of  both  city  departments  and  contractors  and  provide 
reasonable  assurance  about  whether  financial  statements  are  presented  fairly  in  all  material  aspects 
in  conformity  with  generally  accepted  accounting  principles.  Attestation  engagements  examine, 
review,  or  perform  procedures  on  a  broad  range  of  subjects  such  as  internal  controls;  compliance 
with  requirements  of  specified  laws,  regulations,  rules,  contracts,  or  grants;  and  the  reliability  of 
performance  measures.  Performance  audits  focus  primarily  on  assessment  of  city  services  and 
processes,  providing  recommendations  to  improve  department  operations. 

We  conduct  our  audits  in  accordance  with  the  Government  Auditing  Standards  published  by  the  U.S. 
Government  Accountability  Office  (GAO).  These  standards  require: 

•  Independence  of  audit  staff  and  the  audit  organization. 

•  Objectivity  of  the  auditors  performing  the  work. 

•  Competent  staff,  including  continuing  professional  education. 

•  Quality  control  procedures  to  provide  reasonable  assurance  of  compliance  with  the  auditing 
standards. 


Audit  Team:    Robert  Tarsia,  Deputy  Audit  Director 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Ben  Rosenfield 
Controller 


Monique  Zmuda 

Deputy  Controller 


February  1 1 ,  2009 

San  Francisco  Port  Commission 
Pier  One,  The  Embarcadero 
San  Francisco,  CA  941 1 1 

President  and  Members: 

The  Controller's  Office,  City  Services  Auditor,  presents  reports  concerning  the  concession  reviews  of 
seven  Port  of  San  Francisco  tenants.  These  reviews  covered  the  period  of  January  1 ,  2005,  through 
December  31,  2007,  with  the  exception  of  the  review  for  Golden  State  Steamship  Corporation,  which 
covered  the  period  of  January  1,  2006,  through  December  31,  2007. 


Tenant 

Gross  Sales  or 

Rent  Payable  or 

Rent 

Recalculated  * 

Recalculated  * 

Overpayment 

Gross  Sales 

Rent  Payable 

(Underpayment) 

BAE  Systems,  San  Francisco  Ship  Repair 

$116,724,274 

$3,851,901 

$  0 

RGN  Corporation  dba  Butterfly  Restaurant 

6,971,791 

480,305 

(3,161) 

Castagnola's  Restaurant 

9,290,727 

687,322 

0 

Frances  Y,  Chu  and  Jyi  Jeng  Hwang  dba  Crab 

Station 

3,839,879 

240,501 

(39,588) 

Blue  Jeans  Equities  West  dba  Fog  City  Diner 

11,802,268 

796,653 

0 

Golden  Gate  Scenic  Steamship  Corporation 

9,458,139 

704,266 

15,782 

Scoma's  Restaurant,  Incorporated 

43.010.760 

2.796.235 

(103) 

$201,097,838 

$9,557,183 

$(27,070) 

'Recalculated  refers  to  the  amounts  determined  during  accountant's  review. 


These  reviews  were  performed  under  contract  by  Hood  &  Strong  LLP.  As  agreed  to  between  Port 
management  and  the  City  Services  Auditor  Division,  the  Port  had  primary  responsibility  for  oversight 
of  Hood  &  Strong  LLP's  work.  The  City  Services  Auditor  provided  contracting  and  certain  other 
assistance  to  Port  management. 

In  addition  to  the  rent  overpayments  and  underpayments  summarized  in  the  table  above,  the  reports 
detail  some  unresolved  discrepancies  in  some  of  the  tenants'  records,  and  one  instance  in  which  a 
tenant  did  not  provide  Hood  &  Strong  LLP  with  access  to  its  general  ledger,  as  required  by  the 
tenant's  lease.  We  recommend  that  Port  management  remind  Port  tenants  of  their  obligations  to 
maintain,  and  allow  access  to,  financial  and  accounting  records  that  fully  support  their  operations 
and  the  amounts  reported  to  the  Port.  Port  management  has  indicated  it  will  take  correction  actions. 


Resj?eejtfully  submitted, 


/fit 


Robert  Tarsia 
Deputy  Audit  Director 


415-554-7500 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  415-554-7466 


cc:  Mayor 

Board  of  Supervisors 
Budget  Analyst 
Civil  Grand  Jury 
Public  Library 
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Independents  Accountants'  Report 


THE  PORT  COMMISSION 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

San  Francisco,  California 

We  have  performed  the  procedures,  enumerated  below,  which  were  agreed  to  by  the 
CONTROLLER'S  OFFICE,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  ("City") 
and  the  PORT  COMMISSION,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  PORT 
OF  SAN  FRANCISCO  ("Port"),  to  certain  accounting  records  of  BAE  SYSTEMS,  SAN 
FRANCISCO  SHIP  REPAIR  ("Tenant")  for  the  period  January  1,  2005  through  December 
3 1 ,  2007,  solely  to  assist  you  in  determining  compliance  by  the  Tenant  with  respect  to  certain 
provisions  of  a  lease  agreement  )  lease  #L- 11320  between  the  Port  and  the  Tenant.  This 
agreed-upon  procedures  engagement  was  conducted  in  accordance  with  attestation  standards 
established  by  the  American  Institute  of  Certified  Public  Accountants.  The  sufficiency  of 
these  procedures  is  solely  the  responsibility  of  the  City  and  the  Port.  Consequently,  we  make 
no  representation  regarding  the  sufficiency  of  the  procedures  described  below  either  for  the 
purpose  for  which  this  report  has  been  requested  or  for  any  other  purpose. 

The  procedures  that  we  performed  and  the  associated  findings  are  as  follows: 

Procedures  and  Findings 

Procedure 

We  read  the  lease  agreement  and  all  amendments  and  related  correspondence  for  all 
variables  related  to  the  definition  of  revenues,  as  interpreted  by  Port  personnel  and 
Tenant. 

Finding 

We  found  no  exceptions. 


Procedure 

We  documented  the  nature  of  the  Tenant's  business  and  the  type  of  transactions  that 
affect  revenues,  through  the  use  of  a  revenue  cycle  questionnaire. 


Finding 


We  found  no  exceptions  between  our  understanding  of  the  revenue  cycle  and  the 
transactions  testing  performed  below. 


Consultants  and 


Business  A  d visors 


100  First  Street 
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San  Francisco 


CA  94105 


415.781.0793 
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Procedure 

We  obtained  the  Tenant's  monthly  sales  and  rental  reports  submitted  to  the  Port  for  the  period  from 
January  1,  2005  through  December  31,  2007.  These  reports  are  used  by  the  Tenant  to  report  gross 
monthly  revenue  and  related  rents  payable  to  the  Port.  We  reconciled  these  monthly  reports  to  the 
Port's  Customer  Account  Detail  report  for  the  same  period.  We  agreed  the  monthly  amounts  to  the 
Tenant's  monthly  general  ledger  reports  and  annual  financials.  We  also  reviewed  any  credits  issued 
by  the  Port  or  taken  by  Tenant  during  this  period  to  supporting  documentation.  We  summarized  the 
information  as  follows: 


Schedule  of  Gross  Revenues  and  Related  Rents  Payable: 


Gross  Sales 
Reported 

Related 
Rents  Payable 

Rent 
Credits 

January  1,  2005  through  December  31,  2005 
January  1 .  2006  through  December  3 1 ,  2006 
January  1,  2007  through  December  31,  2007 

$  38,635,648 
44,423,717 
33,664,909 

$  1,274,976 
1,465,983 
1,110,942 

$  111,450 
141,623 
151,249 

$  116,724,274 

$  3,851,901 

$  404,321 

Finding 

We  found  no  exceptions. 

Procedure 

We  obtained  reports  listing  of  all  jobs  undertaken  by  the  Tenant  for  the  three  year  period  and  selected 
jobs  from  both  the  commercial  and  governmental  sectors.  We  agreed  the  billings/invoices  from  these 
jobs  to  payments  received  and  deposited  into  the  bank.  We  also  agreed  credit  card  payments  made 
into  the  bank  and  transfers/intercompany  journals  of  payments  made  directly  into  the  bank  or  to  an 
affdiated  company. 

Finding 

We  noted  differences  related  to  credit  card  fees  and  misapplication  of  payments  to  certain  jobs.  The 
total  impact  of  these  differences  is  the  underreporting  of  $68,946  in  2005  and  $75,819  in  2007  in 
revenues  to  the  Port  resulting  in  an  underreporting  of  $4,777  in  rents  for  the  above  two  years. 

The  Tenant  has  also  represented  that  there  were  jobs  which  were  included  in  the  revenues  reported  to 
the  Port  during  2005  and  2006  for  which  the  work  was  performed  off  premises.  Per  the  Tenant's 
calculation,  $1,702,165  and  $1,547,482  was  overreported  to  the  Port  for  2005  and  2006,  respectively. 
This  would  result  in  an  overpayment  of  rent  for  the  above  two  years  of  $107,238.  We  were  unable  to 
verify /confirm  the  location  of  these  specific  jobs  other  than  as  described  in  the  Quarterly 
Pier/Drydock  Utilization  Report.  We  did  not  perform  any  other  procedures  to  verify  the  accuracy  of 
this  report. 
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Procedure 


We  obtained  the  revenue  policy  from  BAE  Systems  corporate  and  compared  this  to  the  lease 
provision  relating  to  the  recognition  and  reporting  of  revenues. 


We  found  no  exceptions  to  the  method  of  recording  and  reporting  revenues. 

We  were  not  engaged  to  and  did  not  conduct  an  audit,  the  objective  of  which  would  be  the  expression  of 
an  opinion  on  the  accounting  records  of  the  Tenant.  Accordingly,  we  do  not  express  such  an  opinion. 
Had  we  performed  additional  procedures,  other  matters  might  have  come  to  our  attention  that  would  have 
been  reported  to  you, 

This  report  is  intended  solely  for  the  information  and  use  of  the  management  of  the  Port  and  the  City  and 
is  not  intended  to  be  and  should  not  be  used  by  anyone  other  than  these  specified  parties. 


Finding 


July  29,  2008 
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Independent  Accountants'  Report 


THE  CONTROLLER'S  OFFICE 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

San  Francisco,  California 


We  have  performed  the  procedures,  enumerated  below,  which  were  agreed  to  by  the 
CONTROLLER'S  OFFICE,  CITY  AND  COUNTY  OF  SAN  FRANCISCO  ("City")  and 
the  PORT  COMMISSION,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  PORT  OF 
SAN  FRANCISCO  ("Port"),  to  certain  accounting  records  of  RGN  Corporation  dba 
Butterfly  Restaurant  ("Tenant")  for  the  period  of  January  1,  2005  through  December  31, 
2007,  solely  to  assist  you  in  determining  compliance  by  the  Tenant  with  respect  to  certain 
provisions  of  a  lease  agreement  (lease  #L-12392)  between  the  Port  and  the  Tenant.  This 
agreed-upon  procedures  engagement  was  conducted  in  accordance  with  attestation  standards 
established  by  the  American  Institute  of  Certified  Public  Accountants.  The  sufficiency  of 
these  procedures  is  solely  the  responsibility  of  the  City  and  the  Port.  Consequently,  we  make 
no  representation  regarding  the  sufficiency  of  the  procedures  described  below  either  for  the 
purpose  for  which  this  report  has  been  requested  or  for  any  other  purpose. 

The  procedures  that  we  performed  and  the  associated  findings  are  as  follows: 

Procedures  and  Findings: 

Procedure 

We  read  the  lease  agreement  and  all  amendments  and  related  correspondence  for  all 
variables  related  to  the  definition  of  sales,  as  interpreted  by  Port  personnel  and  Tenant. 

Finding 

We  found  no  exceptions. 


Procedure 

We  documented  the  nature  of  the  Tenant's  business  and  the  type  of  transactions  that 
affect  sales,  through  the  use  of  a  revenue  cycle  questionnaire. 

Finding 

We  found  no  exceptions  between  our  understanding  of  the  revenue  cycle  and  the 
transaction  testing  performed  below. 


Consultants  and 
Business  Advisors 
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Procedure 

We  obtained  the  Tenant's  monthly  sales  and  rental  reports  submitted  to  the  Port  for  the  period  from 
January  1,  2005  through  December  31,  2007.  These  reports  are  used  by  the  Tenant  to  report  gross 
monthly  revenue  and  related  rents  payable  to  the  Port.  We  reconciled  these  monthly  reports  to  the 
Port's  Customer  Account  Detail  report  for  the  same  period.  We  agreed  the  monthly  amounts  to  the 
Tenant's  monthly  general  ledger  reports,  selected  quarterly  summaries  and  ultimately,  the  annual 
general  ledger  reports.  We  also  reviewed  any  credits  issued  by  the  Port  or  taken  by  Tenant  during  this 
period  to  supporting  documentation.  We  summarized  the  information  as  follows: 


Schedule  of  Gross  Sales  and  Related  Rents  Payable: 

Gross 
Sales 
Reported 

Recalculated 
Sales 
Reported 

Related 
Rents 
Payable 

Recalculated 
Rent 
Payable 

Rent 
Overpayment 
(Underpayment) 

January  1,  2005  through 
December  31,  2005 

January  1 ,  2006  through 
December  31,  2006 

January  1 ,  2007  through 
December  31,  2007 

$  2,236,664 
2,129,092 
2,550,019 

$  2,258,485 
2,130,758 
2,582,548 

$  149,607 
149,036 
178,501 

$  150,916 
148,936 
180,453 

$  (1,309) 
100 
(1,952) 

$  6,915,775 

$  6,971,791 

S  477,144 

$  480,305 

$  (3,161) 

Finding 

We  found  underpayment  of  rents  of  $3,161  in  the  period  under  review. 
Procedure 

We  recalculated  the  applicable  minimum  rent  adjustment  required  based  on  changes  in  the  United 
States  Department  of  Labor's  Bureau  of  Labor  Statistics  Consumer  Price  Index,  All  Urban 
Consumers,  San  Francisco  -  Oakland  -  San  Jose,  California  to  determine  if  it  was  properly  calculated 
by  the  Port. 

Finding 

We  found  no  exceptions. 


2-2 


Page  3 


Procedure 

We  obtained  the  monthly  sales  summary  reports  and  general  ledgers  for  March  3005,  November  2005 
June  2006,  September  2006,  February  2007  and  October  2007  from  the  Tenant  and  traced  and  agreed 
total  revenues  reported  to  the  Port. 

Finding 

We  noted  that  the  revenues  reported  to  the  Port  were  less  than  the  monthly  sales  summary  reports. 
The  difference  appears  to  be  employee  and  complimentary  meals  and  beverages  which  were  properly 
excluded  from  gross  receipts  per  the  lease  agreement. 

Procedure 

We  obtained  the  Sales  and  Use  Tax  returns  and  supporting  documentation  for  the  2005  first  quarter, 
2006  second  quarter  and  2007  fourth  quarter  from  Tenant  and  traced  and  agreed  total  revenues 
reported  to  the  Sales  and  Rental  Report  as  submitted  to  the  Port  by  the  Tenant. 

Finding 

We  noted  that  the  revenues  reported  per  the  Sales  and  Use  Tax  returns  were  greater  than  the  amounts 
reported  per  the  Sales  and  Rental  Report.  Per  the  Tenant's  representation  the  differences  were  due  to 
banquet  sales  that  were  not  reported  to  the  Port  because  these  sales  were  not  transacted  within  Port 
property.  The  Tenant  was  unable  to  provide  us  with  any  documentation  supporting  this  representation 
and  therefore  the  differences  noted  are  reflected  in  the  schedule  of  gross  sales  and  related  rents 
payable. 

Procedure 

We  obtained  the  monthly  summary  records  and  the  detail  daily  sales  reports  used  to  prepare  the 
monthly  summary  records  for  March  2005,  June  2006,  and  October  2007  from  the  Tenant.  We  traced 
and  agreed  the  total  sales  listed  on  the  daily  sales  reports  to  the  monthly  summary  recorded  in  the 
general  ledger.  We  scanned  the  daily  sales  report  summaries  for  evidence  of  operation  on  each  day 
the  Tenant  was  open  for  business. 

Finding 

We  noted  that  the  monthly  summary  records  reported  to  the  Port  and  the  daily  sales  report  did  not 
agree.  Per  the  Tenant  the  differences  were  due  to  banquet  sales  that  were  not  transacted  within  the 
rented  premises  and  thus  were  not  reportable  to  the  Port.  The  Tenant  was  unable  to  provide  us  with 
any  documentation  supporting  this  representation  and  therefore  the  differences  noted  are  reflected  in 
the  schedule  of  gross  sales  and  related  rents  payable. 
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Procedure 


We  selected  the  daily  sales  of  March  30,  2005,  June  18,  2006  and  October  19,  2007.  We  obtained  the 
daily  sales  reports  for  the  above  dates  and  traced  and  agreed  this  information  to  cash  register  tapes. 
We  traced  the  total  daily  sales  to  the  respective  deposit  slip  (both  cash  and  credit  card)  and  bank 
statement  and  traced  and  agreed  the  cash  register  tapes  to  daily  sales  totals. 


The  Tenant  retains  original  guest  checks,  receipts  and  back  up  summary  tapes  (summary  of  waitstaff 
sales  for  the  day).  No  exceptions  were  found. 

We  were  not  engaged  to  and  did  not  conduct  an  audit,  the  objective  of  which  would  be  the  expression  of 
an  opinion  on  the  accounting  records  of  the  Tenant.  Accordingly,  we  do  not  express  such  an  opinion. 
Had  we  performed  additional  procedures,  other  matters  might  have  come  to  our  attention  that  would  have 
been  reported  to  you. 

This  report  is  intended  solely  for  the  information  and  use  of  the  management  of  the  Port  and  the  City  and 
is  not  intended  to  be  and  should  not  be  used  by  anyone  other  than  these  specified  parties. 


Finding 


July  8,  2008 
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Independents  Accountants'  Report 

THE  PORT  COMMISSION 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

San  Francisco,  California 

We  have  performed  the  procedures,  enumerated  below,  which  were  agreed  to  by  the 
CONTROLLER'S  OFFICE,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  ("City") 
and  the  PORT  COMMISSION,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  PORT 
OF  SAN  FRANCISCO  ("Port"),  to  certain  accounting  records  of  CASTAGNOLA'S 
RESTAURANT  ("Tenant")  for  the  period  January  1,  2005  through  December  31,  2007, 
solely  to  assist  you  in  determining  compliance  by  the  Tenant  with  respect  to  certain 
provisions  of  a  lease  agreement  )  lease  #L-7493  between  the  Port  and  the  Tenant.  This 
agreed-upon  procedures  engagement  was  conducted  in  accordance  with  attestation  standards 
established  by  the  American  Institute  of  Certified  Public  Accountants.  The  sufficiency  of 
these  procedures  is  solely  the  responsibility  of  the  City  and  the  Port.  Consequently,  we  make 
no  representation  regarding  the  sufficiency  of  the  procedures  described  below  either  for  the 
purpose  for  which  this  report  has  been  requested  or  for  any  other  purpose. 

The  procedures  that  we  performed  and  the  associated  findings  are  as  follows: 

Procedures  and  Findings 

Procedure 

We  read  the  lease  agreement  and  all  amendments  and  related  correspondence  for  all 
variables  related  to  the  definition  of  revenues,  as  interpreted  by  Port  personnel  and 
Tenant. 

Finding 

We  found  no  exceptions. 

Procedure 

We  documented  the  nature  of  the  Tenant's  business  and  the  type  of  transactions  that 
affect  revenues,  through  the  use  of  a  revenue  cycle  questionnaire. 

Finding 

We  found  no  exceptions  between  our  understanding  of  the  revenue  cycle  and  the 
transactions  testing  performed  below. 


Consultants  and 


Business  Advisors 


100  First  Street 


San  Francisco 


415. 781.0793 


fax  415.421.2976 


San  Francisco 


San  Jose 


Redwood  Shores 


3-1 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
CASTAGNOLA'S  RESTAURANT 
Page  2 


Procedure 

We  obtained  the  Tenant's  monthly  sales  and  rental  reports  submitted  to  the  Port  for  the  period  from 
January  1,  2005  through  December  31,  2007.  These  reports  are  used  by  the  Tenant  to  report  gross 
monthly  revenue  and  related  rents  payable  to  the  Port.  We  reconciled  these  monthly  reports  to  the 
Port's  Customer  Account  Detail  report  for  the  same  period.  We  requested  general  ledger  information 
from  Tenant.  We  also  reviewed  information  for  any  credits  issued  by  the  Port  or  taken  by  Tenant 
during  this  period  to  supporting  documentation.  We  summarized  the  information  as  follows: 

Schedule  of  Gross  Revenues  and  Related  Rents  Payable: 


Gross  Sales  Related  Rent 
Reported  Rents  Payable  Credits 


January  1 ,  2005  through  December  3 1 ,  2005 

$  2,693,738 

$  208,224 

$ 

January  1 .  2006  through  December  3 1 ,  2006 

3,005,129 

225,725 

January  1 ,  2007  through  December  3 1 ,  2007 

3,591,860 

253,373 

$  9,290,727 

$  687,322 

$ 

Finding 

The  Tenant  did  not  provide  nor  grant  access  to  its  general  ledger,  as  required  by  the  lease  agreement. 
However,  we  found  no  exceptions  between  the  information  reflected  in  the  Tenant's  monthly  reports 
to  that  found  in  the  Port's  Customer  Account  Detail  report  for  the  periods  under  review. 


Procedure 

We  recalculated  the  applicable  minimum  rent  adjustment  required  based  on  changes  in  the  United 
States  Department  of  Labor's  Bureau  of  Labor  Statistics  Consumer  Price  Index,  (CPI),  All  Urban 
Consumers,  San  Francisco-Oakland-San  Jose,  California  to  determine  if  it  was  properly  calculated 
and  applied  by  the  Port. 

Finding 

We  noted  that  during  the  period  under  review,  a  CPI  adjustment  was  made,  effective  May  1,  2005. 
This  calculation  was  made  using  December  1 969  as  the  designated  base  month.  As  there  has  been  a 
conversion  to  a  new  reference  table  subsequent  to  the  inception  of  the  lease,  the  Port  has  updated  the 
base  index  used.  No  exception  was  noted. 


Procedure 

We  obtained  the  monthly  summary  records  and  the  detailed  daily  revenue  reports  used  to  prepare  the 
monthly  summary  records  for  April  and  December  2005,  March  and  November  2006,  February  and 
July  2007,  from  the  Tenant.  We  traced  and  agreed  the  total  revenues  listed  on  the  daily  revenue 
reports  to  the  monthly  summary  reports  which  were  reported  to  the  Port.  We  scanned  the  daily 
revenue  report  on  each  day  of  the  months  selected  for  evidence  of  operation  on  each  day  the  Tenant 
was  open. 
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Finding 

We  found  no  exceptions. 

Procedure 

We  selected  the  daily  sales  of  April  23,  24,  25  of  2005,  November  7,  8,  9  of  2006  and  February  1,  2,  3 
of  2007.  We  obtained  the  daily  sales  reports  for  the  above  date  and  traced  and  agreed  this 
information  to  cash  register  tapes.  We  traced  the  total  daily  sales  to  the  respective  deposit  slips  (both 
cash  and  credit  card)  and  traced  and  agreed  the  cash  register  tapes  to  daily  sales  totals. 


We  found  one  exception,  on  November  7,  2006,  where  the  revenue  actually  earned  was  greater  than 
was  reported  on  the  daily  sales  report  by  $263.  The  client  was  unable  to  address  this  difference  while 
in  the  field  and  has  not  addressed  the  issue  since  our  departure.  The  monetary  impact  on  potential 
funds  owed  the  Port  on  this  difference  is  nominal.  • 


We  obtained  the  Sales  and  Use  Tax  returns  and  supporting  documentation  for  the  quarters  during  the 
years  under  review  and  the  Federal  Tax  returns  for  the  years  2006,  and  2007. 


We  were  unable  to  reconcile  the  sales  tax  amounts  reported  to  the  State  Board  of  Equalization  and  the 
Internal  Revenue  Service.  We  requested  a  reconciliation  of  the  noted  differences  which  the  Tenant 
was  unable  to  provide.  The  amounts  reported  to  the  taxing  authorities  were  less  than  the  amounts 
reported  to  the  Port.  Also,  the  2005  Federal  Tax  Return  was  not  made  available  to  us  by  the  Tenant. 

We  were  not  engaged  to  and  did  not  conduct  an  audit,  the  objective  of  which  would  be  the  expression  of 
an  opinion  on  the  accounting  records  of  the  Tenant.  Accordingly,  we  do  not  express  such  an  opinion. 
Had  we  performed  additional  procedures,  other  matters  might  have  come  to  our  attention  that  would  have 
been  reported  to  you. 

This  report  is  intended  solely  for  the  information  and  use  of  the  management  of  the  Port  and  the  City  and 
is  not  intended  to  be  and  should  not  be  used  by  anyone  other  than  these  specified  parties. 


Finding 


Procedure 


Finding 


July  23,  2008 
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Hood; 

STRQNGllp 


Independent  Accountants'  Report 


THE  PORT  COMMISSION 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

San  Francisco,  California 


We  have  performed  the  procedures,  enumerated  below,  which  were  agreed  to  by  the 
CONTROLLER'S  OFFICE,  CITY  AND  COUNTY  OF  SAN  FRANCISCO  ("City")  and 
the  PORT  COMMISSION,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  PORT  OF 
SAN  FRANCISCO  ("Port"),  to  certain  accounting  records  of  Frances  Y.  Chu  and  Jyi 
Jeng  Hwang  dba  Crab  station  ("Tenant")  for  the  period  of  January  1,  2005  through 
December  31,  2007,  solely  to  assist  you  in  determining  compliance  by  the  Tenant  with 
respect  to  certain  provisions  of  a  lease  agreement  (lease  #L-7494)  between  the  Port  and  the 
Tenant.  This  agreed-upon  procedures  engagement  was  conducted  in  accordance  with 
attestation  standards  established  by  the  American  Institute  of  Certified  Public  Accountants. 
The  sufficiency  of  these  procedures  is  solely  the  responsibility  of  the  City  and  the  Port. 
Consequently,  we  make  no  representation  regarding  the  sufficiency  of  the  procedures 
described  below  either  for  the  purpose  for  which  this  report  has  been  requested  or  for  any 
other  purpose. 

The  procedures  that  we  performed  and  the  associated  findings  are  as  follows: 
Procedures  and  Findings; 

Procedure 

We  read  the  lease  agreement  and  all  amendments  and  related  correspondence  for  all 
variables  related  to  the  definition  of  sales,  as  interpreted  by  Port  personnel  and  Tenant. 

Finding 

We  found  no  exceptions. 


Procedure 

We  documented  the  nature  of  the  Tenant's  business  and  the  type  of  transactions  that 
affect  sales,  through  the  use  of  a  revenue  cycle  questionnaire. 

Finding 

We  found  no  exceptions. 


Consultants  and 
Business  Advisors 

100  First  Street 
I4'h  Floor 
San  Francisco 
CA  94105 
415.781.0793 
fax  415.421.2976 

San  Francisco 
San  Jose 
Redwood  Shores 


4-1 


THE  PORT  COMMISION 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

Page  2 


Procedure 

We  obtained  the  Tenant's  monthly  sales  and  rental  reports  submitted  to  the  Port  for  the  period  from 
January  1,  2005  through  December  31,  2007.  These  reports  are  used  by  the  Tenant  to  report  gross 
monthly  revenue  and  related  rents  payable  to  the  Port.  We  reconciled  these  monthly  reports  to  the 
Port's  Customer  Account  Detail  report  for  the  same  period.  We  agreed  the  monthly  amounts  to  the 
Tenant's  monthly  general  ledger  reports,  selected  quarterly  summaries  and  ultimately,  the  annual 
general  ledger  reports.  We  also  reviewed  any  credits  issued  by  the  Port  or  taken  by  Tenant  during  this 
period  to  supporting  documentation  ($9,091  in  2006).  We  summarized  the  information  as  follows: 


Schedule  of  Gross  Sales  and  Related  Rents  Payable: 


Recalculated 
Gross  Sales  Sales 
Reported  Reported 


Recalculated 
Rent 

Payable  Rent 
Related      (Net  of  Rent  Overpayment 
Rents  Payable     Credits)  (Underpayment) 


January  1 ,  2005  through 
December  31,  2005 

January  1 ,  2006  through 
December  31,  2006 

January  1 ,  2007  through 
December  31,  2007 


$     1,107,508     $     1,163,395  $ 
1,100,210  1,345,142 
1,023,407  1,331,342 


71,988  $  75,621  $  (3,633) 
62,432  78,343  (15,911) 

66,523  86,537  (20,014) 


Totals 


$     3,231,125     $     3,839,879     $      200,943     $     240,501    $  (39,558) 


Finding 

There  were  numerous  discrepancies  between  sales  reported  to  the  Port  and  sales  booked  on  the 
Tenant's  general  ledger.  Sales  reported  to  the  Port  were  less  than  sales  on  general  ledger  report.  The 
tenant  explained  that  sales  revenue  is  obtained  from  bank  deposits,  but  some  of  the  deposits  were  for 
activity  outside  of  the  business.  However,  the  tenant  was  not  able  to  provide  corroborating  evidence 
to  prove  that  these  deposits  were  not  part  of  sales  revenue.  We  recalculated  gross  sales  and  related 
rents  payable  based  on  the  Tenant's  general  ledger.  Per  our  calculation,  the  differences  in  gross  sales 
and  related  rents  payable  are  $608,754  and  $39,558  respectively. 
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Procedure 

We  recalculated  the  applicable  minimum  rent  adjustment  required  based  on  changes  in  the  United 
States  Department  of  Labor's  Bureau  of  Labor  Statistics  Consumer  Price  Index,  All  Urban 
Consumers,  San  Francisco  -  Oakland  -  San  Jose,  California  to  determine  if  it  was  properly  calculated 
by  the  Port. 

Finding 

We  found  no  exceptions. 

Procedure 

We  obtained  the  monthly  sales  summary  reports  and  general  ledgers  for  May  2005,  December  2006 
and  August  2007  from  the  Tenant  and  traced  and  agreed  total  revenues  reported  to  the  Port. 

Finding 

We  noted  that  sales  reported  to  the  Port  were  less  than  sales  shown  in  the  tenant's  sales  journal.  The 
Tenant  explained  that  the  reason  for  the  discrepancy  might  be  the  inclusion  of  deposits  from  the 
tenant's  other  business  as  sales.  However,  the  Tenant  was  not  able  to  provide  corroborating  evidence 
to  support  this  explanation.  For  the  six  months  tested,  sales  reported  to  the  Port  were  understated  by 
$4,273.  The  understated  amount  may  be  part  of  the  discrepancies  noted  in  the  table  on  page  2. 

Procedure 

We  obtained  the  Sales  and  Use  Tax  returns  and  supporting  documentation  for  the  2005  second 
quarter,  2006  first  quarter  and  2007  third  quarter  from  Tenant  and  traced  and  agreed  total  revenues 
reported  to  the  Sales  and  Rental  Report  as  submitted  to  the  Port  by  the  Tenant. 

Finding 

We  noted  that  sales  per  sales  and  rental  report  provided  to  the  Port  is  less  than  sales  reported  on  sales 
tax  return  filed  with  the  State  Board  of  Equalization  (BOE).  Per  tenant,  the  sales  amount  reported  to 
the  BOE  might  have  been  overstated  due  to  inclusion  of  the  deposits  from  the  Tenant's  other  business 
as  sales.  However,  the  Tenant  was  not  able  to  provide  corroborating  evidence  to  support  the  reason 
for  these  discrepancies.  Total  understated  amount  is  $162,217  for  those  three  quarters  tested.  The 
understated  amount  may  be  part  of  the  discrepancies  noted  in  the  table  on  page  2. 
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Procedure 


We  obtained  the  monthly  summary  records  and  the  detail  daily  sales  reports  used  to  prepare  the 
monthly  summary  records  for  May  2005,  December  2006,  and  August  2007  from  the  Tenant.  We 
traced  and  agreed  the  total  sales  listed  on  the  daily  sales  reports  to  the  monthly  summary  recorded  in 
the  general  ledger.  We  scanned  the  daily  sales  report  summaries  for  evidence  of  operation  on  each 
day  the  Tenant  was  open  for  business. 


We  noted  that  daily  sales  reports  did  not  agree  with  the  tenant's  sales  journal  due  to  inconsistent 
record  keeping  of  sales  activity.  Overall,  the  daily  sales  report  was  understated  by  $8,678  for  those 
three  months  tested.  The  understated  amount  may  be  part  of  the  discrepancies  noted  in  the  table  on 
page  2. 


We  selected  the  daily  sales  of  May  9,  2005,  December  6,  2006  and  August  21,  2007.  We  obtained  the 
daily  sales  reports  for  the  above  dates  and  traced  and  agreed  this  information  to  cash  register  tapes. 
We  traced  the  total  daily  sales  to  the  respective  deposit  slip  (both  cash  and  credit  card)  and  bank 
statement  and  traced  and  agreed  the  cash  register  tapes  to  daily  sales  totals. 

Finding 

We  noted  that  daily  sales  register  tapes  agree  with  daily  sales  report.  However,  the  daily  sales  do  not 
agree  with  total  cash  and  credit  card  deposits.  Cash  deposits  did  not  reflect  daily  cash  sales  since  cash 
deposit  to  the  bank  were  not  made  on  a  daily  or  regular  basis. 

We  were  not  engaged  to  and  did  not  conduct  an  audit,  the  objective  of  which  would  be  the  expression  of 
an  opinion  on  the  accounting  records  of  the  Tenant.  Accordingly,  we  do  not  express  such  an  opinion. 
Had  we  performed  additional  procedures,  other  matters  might  have  come  to  our  attention  that  would  have 
been  reported  to  you. 

This  report  is  intended  solely  for  the  information  and  use  of  the  management  of  the  Port  and  the  City  and 
is  not  intended  to  be  and  should  not  be  used  by  anyone  other  than  these  specified  parties. 


Finding 


Procedure 


July  10,  2008 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

San  Francisco,  California 

We  have  performed  the  procedures,  enumerated  below,  which  were  agreed  to  by  the 
CONTROLLER'S  OFFICE,  CITY  AND  COUNTY  OF  SAN  FRANCISCO  (  "City")  and 
the  PORT  COMMISSION,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  PORT  OF 
SAN  FRANCISCO  ("Port"),  to  certain  accounting  records  of  Blue  Jeans  Equities  West 
dba  Fog  City  Diner  ("Tenant")  for  the  period  of  January  1,  2005  through  December  31, 
2007,  solely  to  assist  you  in  determining  compliance  by  the  Tenant  with  respect  to  certain 
provisions  of  a  lease  agreement  (lease  #L-10388)  between  the  Port  and  the  Tenant.  This 
agreed-upon  procedures  engagement  was  conducted  in  accordance  with  attestation  standards 
established  by  the  American  Institute  of  Certified  Public  Accountants.  The  sufficiency  of 
these  procedures  is  solely  the  responsibility  of  the  City  and  the  Port.  Consequently,  we  make 
no  representation  regarding  the  sufficiency  of  the  procedures  described  below  either  for  the 
purpose  for  which  this  report  has  been  requested  or  for  any  other  purpose. 

The  procedures  that  we  performed  and  the  associated  findings  are  as  follows: 

Procedures  and  Findings: 

Procedure 

We  read  the  lease  agreement  and  all  amendments  and  related  correspondence  for  all 
variables  related  to  the  definition  of  sales,  as  interpreted  by  Port  personnel  and  Tenant. 

Finding 

We  found  no  exceptions. 


Procedure 

We  documented  the  nature  of  the  Tenant's  business  and  the  type  of  transactions  that 
affect  sales,  through  the  use  of  a  revenue  cycle  questionnaire. 


Finding 


We  found  no  exceptions  between  our  understanding  of  the  revenue  cycle  and  the 
transaction  testing  performed  below. 


Consultants  and 


Business  Advisors 


100  First  Street 


San  Francisco 


CA  94105 


4/5.  7X1.0793 


fax  415.421.2976 


San  Franciso 


San  Jose 


Redwood  Shore.' 


5-1 


THE  PORT  COMMISION 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

Page  2 


Procedure 

We  obtained  the  Tenant's  monthly  sales  and  rental  reports  submitted  to  the  Port  for  the  period  from 
January  1,  2005  through  December  31,  2007.  These  reports  are  used  by  the  Tenant  to  report  gross 
monthly  revenue  and  related  rents  payable  to  the  Port.  We  reconciled  these  monthly  reports  to  the 
Port's  Customer  Account  Detail  report  for  the  same  period.  We  agreed  the  monthly  amounts  to  the 
Tenant's  monthly  general  ledger  reports,  selected  quarterly  summaries  and  ultimately,  the  annual 
general  ledger  reports.  We  also  reviewed  any  credits  issued  by  the  Port  or  taken  by  Tenant  during 
this  period  to  supporting  documentation.  We  summarized  the  information  as  follows: 

Schedule  of  Gross  Sales  and  Related  Rents  Payable: 


Gross  Sales  Related 
Reported  Rents  Payable       Rent  Credits 


January  1 ,  2005  through  December  3 1 ,  2005 

$  3,868,267 

$  261,108 

$ 

January  1,  2006  through  December  31,  2006 

3,872,509 

261,394 

January  1 ,  2007  through  December  3 1 ,  2007 

4,061,492 

274,151 

$11,802,268 

$  796,653 

$ 

Finding 

We  found  no  exceptions. 


Procedure 

We  recalculated  the  applicable  minimum  rent  adjustment  required  based  on  changes  in  the  United 
States  Department  of  Labor's  Bureau  of  Labor  Statistics  Consumer  Price  Index,  All  Urban 
Consumers,  San  Francisco  -  Oakland  -  San  Jose,  California  to  determine  if  it  was  properly  calculated 
by  the  Port. 

Finding 

We  found  no  exceptions. 
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Procedure 

We  obtained  the  monthly  sales  summary  reports  and  general  ledgers  for  May  2005,  September  2005, 
January  2006,  August  2006,  June  2007  and  December  2007  from  the  Tenant  and  traced  and  agreed 
total  revenues  reported  to  the  Port. 

Finding 

We  found  no  exceptions. 

Procedure 

We  obtained  the  Sales  and  Use  Tax  returns  and  supporting  documentation  for  the  2005  third  quarter, 
2006  first  quarter  and  2007  second  quarter  from  Tenant  and  traced  and  agreed  total  revenues  reported 
to  the  Sales  and  Rental  Report  as  submitted  to  the  Port  by  the  Tenant. 

Finding 

We  noted  that  the  revenues  reported  per  the  Sales  and  Use  Tax  returns  were  greater  than  the  amounts 
reported  per  the  Sales  and  Rental  Report.  The  difference  appears  to  be  the  result  of  a  State  imposed 
gratuity  tax  on  parties  of  8  or  more  individuals.  This  service  charge  is  recorded  as  revenue  by  the 
tenant,  but  disbursed  as  expenses  to  the  employee  that  serviced  the  particular  event. 

Procedure 

We  obtained  the  monthly  summary  records  and  the  detailed  daily  sales  reports  used  to  prepare  the 
monthly  summary  records  for  May  2005,  August  2006,  and  December  2007  from  the  Tenant.  We 
traced  and  agreed  the  total  sales  listed  on  the  daily  sales  reports  to  the  monthly  summary  recorded  in 
the  general  ledger.  We  scanned  the  daily  sales  report  summaries  for  evidence  of  operation  on  each 
day  the  Tenant  was  open  for  business. 

Finding 

We  found  no  exceptions. 

Procedure 

We  selected  the  daily  sales  of  May  21,  2005,  August  2,  2006  and  December  30,  2007.  We  obtained 
the  daily  sales  reports  for  the  above  dates  and  traced  and  agreed  this  information  to  cash  register 
tapes.  We  traced  the  total  daily  sales  to  the  respective  deposit  slip  (both  cash  and  credit  card)  and 
bank  statement  and  traced  and  agreed  the  cash  register  tapes  to  daily  sales  totals. 

Finding 

We  found  no  exceptions. 
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We  were  not  engaged  to  and  did  not  conduct  an  audit,  the  objective  of  which  would  be  the  expression  of 
an  opinion  on  the  accounting  records  of  the  Tenant.  Accordingly,  we  do  not  express  such  an  opinion. 
Had  we  performed  additional  procedures,  other  matters  might  have  come  to  our  attention  that  would  have 
been  reported  to  you. 

This  report  is  intended  solely  for  the  information  and  use  of  the  management  of  the  Port  and  the  City  and 
is  not  intended  to  be  and  should  not  be  used  by  anyone  other  than  these  specified  parties. 


July  7,  2008 
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PORT  OF  SAN  FRANCISCO 

San  Francisco,  California 


We  have  performed  the  procedures,  enumerated  below,  which  were  agreed  to  by  the 
CONTROLLER'S  OFFICE,  CITY  AND  COUNTY  OF  SAN  FRANCISCO  ("City")  and 
the  PORT  COMMISSION,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  PORT  OF 
SAN  FRANCISCO  ("Port"),  to  certain  accounting  records  of  Golden  Gate  Scenic 
Steamship  Corporation  ("Tenant")  for  the  period  of  January  1 ,  2006  through  December  3 1 , 
2007,  solely  to  assist  you  in  determining  compliance  by  the  Tenant  with  respect  to  certain 
provisions  of  a  lease  agreement  (lease  #L-9176)  between  the  Port  and  the  Tenant.  This 
agreed-upon  procedures  engagement  was  conducted  in  accordance  with  attestation  standards 
established  by  the  American  Institute  of  Certified  Public  Accountants.  The  sufficiency  of 
these  procedures  is  solely  the  responsibility  of  the  City  and  the  Port.  Consequently,  we  make 
no  representation  regarding  the  sufficiency  of  the  procedures  described  below  either  for  the 
purpose  for  which  this  report  has  been  requested  or  for  any  other  purpose. 

The  procedures  that  we  performed  and  the  associated  findings  are  as  follows: 

Procedures  and  Findings: 

Procedure 

We  read  the  lease  agreement  and  all  amendments  and  related  correspondence  for  all 
variables  related  to  the  definition  of  sales,  as  interpreted  by  Port  personnel  and  Tenant. 

Finding 

We  found  no  exceptions. 


Procedure 

We  documented  the  nature  of  the  Tenant's  business  and  the  type  of  transactions  that 
affect  sales  based  on  interviews  of  management  and  staff. 

Finding 

We  found  no  exceptions  between  our  understanding  of  the  revenue  cycle  and  the 
transaction  testing  performed  below. 


Consultants  and 
Business  Advisors 

100  First  Street 
14th  Floor 
San  Francisco 
CA  94105 
415.781.0793 
fax  415.421.2976 

San  Francisco 
San  Jose 
Redwood  Shores 
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Procedure 

We  obtained  the  Tenant's  monthly  sales  and  rental  reports  submitted  to  the  Port  for  the  period  from 
January  1,  2006  through  December  31,  2007.  These  reports  are  used  by  the  Tenant  to  report  gross 
monthly  revenue  and  related  rents  payable  to  the  Port.  We  reconciled  these  monthly  reports  to  the 
Port's  Customer  Account  Detail  report  for  the  same  period.  We  attempted  to  agree  the  monthly 
amounts  to  the  Tenant's  monthly  general  ledger  reports,  and  ultimately,  the  annual  general  ledger 
reports.  We  also  reviewed  any  credits  issued  by  the  Port  or  taken  by  Tenant  during  this  period  to 
supporting  documentation.  We  summarized  the  information  as  follows: 

Schedule  of  Gross  Sales  and  Related  Rents  Payable: 

Gross         Recalculated                            Recalculated  Rent 
Revenues        Revenues            Related  Rent  Overpayment 
 Reported  Reported  Rents  Paid  Payable  (Underpayment) 

January  1 ,  2006  through 

December  31, 2006              $    4,783,047  $    4,556,657  $     356,948  $     351,651     $  5,297 
January  1,  2007  through 

December  31, 2007  4,914,309  4,901,482  363,100  352,615  10,485 

 $    9,697,356  $    9,458,139  $     720,048  $     704,266     $  15,782 


Finding 

We  noted  that  the  Tenant  improperly  calculated  its  monthly  rent  due  resulting  in  a  number  of  rent 
overpayments  totaling  $15,782  for  the  period  under  review.  The  most  significant  reason  for  the  2006 
overpayments  appeared  to  be  the  failure  to  take  allowable  exclusions  from  rent  for  discounts  extended 
to  customers  for  a  portion  of  the  year.  There  were  also  smaller  discrepancies  related  to  the  USS 
Pampanito  and  Jeramiah  O'Brien  exhibits  as  outlined  on  page  3,  which  are  included  in  the 
overpayments  of  $5,297  for  the  year.  For  2007  the  total  overpayment  includes  an  additional  $10,400 
that  the  Tenant  paid  in  October  2008,  after  submitting  an  adjustment  to  its  October  2007  monthly 
sales  and  rent  report. 

We  also  noted  that  the  Tenant  failed  to  submit  annual  percentage  rent  statements  by  January  31  after 
each  of  these  calendar  years.  This  provision  for  final  true-up  and  certificate  affords  the  Tenant  an 
opportunity  to  recalulate  its  percentage  rent  obligation  based  on  annual  gross  receipts.  Also, 
beginning  with  October  2007,  the  Tenant  changed  its  method  of  reporting  revenues  and  related  rents 
payable,  making  it  difficult  to  calculate  its  year-end  and  true-up  adjustment. 
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Procedure 

We  recalculated  the  applicable  minimum  rent  adjustment  required  based  on  changes  in  the  United 
States  Department  of  Labor's  Bureau  of  Labor  Statistics  Consumer  Price  Index,  All  Urban 
Consumers,  San  Francisco  -  Oakland  -  San  Jose,  California  to  determine  if  it  was  properly  calculated 
by  the  Port.  We  also  calculated  75%  of  the  prior  three  years  average  annual  Percentage  Rent  and 
found  that  the  highest  value  of  the  two  was  selected  as  the  basis  for  the  July  1,  2005  base  rent  increase 
in  accordance  with  the  lease  agreement. 

Finding 

We  found  no  exceptions. 

Procedure 

We  obtained  the  monthly  sales  summary  reports  and  the  internally-prepared  monthly  summary 
records  for  May  and  October  2006,  and  March  and  August  2007  from  the  Tenant  and  traced  and 
agreed  total  revenues  reported  to  the  Port. 

Finding 

We  found  overpayments  totaling  $2,323  in  the  four  months  tested.  We  also  noted  that  the  Tenant  took 
deductions  of  $10,205  for  amounts  related  to  September  2005  to  September  2006  for  revenues 
belonging  to  the  Pampanito  and  Jeremiah  O'Brien  exhibits.  The  deductions  related  to  2005  totaling 
$3,071  were  not  allowed  due  to  the  fact  that  the  Port  considers  2005  closed.  The  remaining  $7,224 
could  have  been  adjusted  by  the  Tenant  in  the  year-end  true-up  adjustment.  These  differences  and  the 
proper  allocation  of  the  Pampanito  and  Jeremiah  O'Brien  adjustments  are  included  in  the 
recalculation  of  gross  sales  and  related  rents  payable  above. 

Procedure 

We  obtained  the  federal  income  tax  returns  and  supporting  documentation  for  the  years  2006  and 
2007.  We  attempted  to  reconcile  total  revenues,  net  of  retail  sales,  per  the  income  tax  returns  to  the 
applicable  revenues  reported  to  the  Port  by  the  Tenant  (also  reported  net  of  retail  sales). 

Finding 

We  found  that  the  tenant  reported  revenue  to  the  Port  in  excess  of  that  recorded  on  the  federal  tax 
returns.  We  did  not  perform  any  other  procedures  as  the  revenues  reported  to  the  Port  agreed  to  the 
other  supporting  documentation  we  reviewed. 

Procedure 

We  obtained  the  monthly  summary  records  and  the  detail  daily  sales  reports  used  to  prepare  the 
monthly  summary  records  for  October  2006  and  August  2007  from  the  Tenant.  We  traced  and  agreed 
the  total  sales  listed  on  the  daily  sales  reports  to  the  monthly  summary  recorded.  We  scanned  the 
daily  sales  report  summaries  for  evidence  of  operation  on  each  day  the  Tenant  was  open  for  business. 
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Finding 

We  found  differences  resulting  in  a  $359  overpayment  of  rent  in  the  monthly  summary  records.  These 
differences  are  included  in  the  recalculation  of  gross  sales  and  related  rents  payable  above. 

Procedure 

We  selected  the  daily  sales  for  the  periods  of  October  10-12,  2006  and  August  22-24,  2007.  We 
obtained  the  daily  sales  detail  for  the  above  days  and  traced  and  reconciled  this  information  to 
computerized  sales  report  printouts  by  ticket  agent.  We  also  traced  the  total  daily  sales  for  each  day  to 
the  respective  deposit  slip  (both  cash  and  credit  card)  and  bank  statement. 

Finding 

We  traced  the  daily  sales  detail  for  each  day  to  the  computerized  sales  report  printouts,  the  respective 
deposit  slip,  and  the  bank  statements  with  no  exception,  except  as  noted  below.  These  differences  are 
included  in  the  recalculation  of  gross  sales  and  related  rents  payable  above. 

Schedule  of  Daily  Sales  Report  Test  Variances: 


Daily  Sales        Recalculated  Sales  Rent 

per  Monthly  Sales  per  Overpayment  Overpayment 
Summary  Report  Daily  Summary  (Underpayment)  (Underpayment) 


October  10-  12,2006 

$  24,562 

$ 

24,627 

$ 

(65) 

$ 

(5) 

August  22-24,  2007 

55,997 

56,053 

(56) 

(4) 

$  80,559 

$ 

80,680 

$ 

(121) 

$ 

(9) 

We  were  not  engaged  to  and  did  not  conduct  an  audit,  the  objective  of  which  would  be  the  expression  of 
an  opinion  on  the  accounting  records  of  the  Tenant.  Accordingly,  we  do  not  express  such  an  opinion. 
Had  we  performed  additional  procedures,  other  matters  might  have  come  to  our  attention  that  would  have 
been  reported  to  you. 

This  report  is  intended  solely  for  the  information  and  use  of  the  management  of  the  Port  and  the  City  and 
is  not  intended  to  be  and  should  not  be  used  by  anyone  other  than  these  specified  parties. 


October  7,  2008 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

San  Francisco,  California 


We  have  performed  the  procedures,  enumerated  below,  which  were  agreed  to  by  the 
CONTROLLER'S  OFFICE,  CITY  AND  COUNTY  OF  SAN  FRANCISCO  ("City")  and 
the  PORT  COMMISSION,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  PORT  OF 
SAN  FRANCISCO  ("Port"),  to  certain  accounting  records  of  Scoma's  Restaurant, 
Incorporated,  ("Tenant")  for  the  period  of  January  1,  2005  through  December  31,  2007, 
solely  to  assist  you  in  determining  compliance  by  the  Tenant  with  respect  to  certain 
provisions  of  a  lease  agreement  (lease  #L-8996)  between  the  Port  and  the  Tenant.  This 
agreed-upon  procedures  engagement  was  conducted  in  accordance  with  attestation  standards 
established  by  the  American  Institute  of  Certified  Public  Accountants.  The  sufficiency  of 
these  procedures  is  solely  the  responsibility  of  the  City  and  the  Port.  Consequently,  we  make 
no  representation  regarding  the  sufficiency  of  the  procedures  described  below  either  for  the 
purpose  for  which  this  report  has  been  requested  or  for  any  other  purpose. 

The  procedures  that  we  performed  and  the  associated  findings  are  as  follows: 

Procedures  and  Findings: 

Procedure 

We  read  the  lease  agreement  and  all  amendments  and  related  correspondence  for  all 
variables  related  to  the  definition  of  sales,  as  interpreted  by  Port  personnel  and  Tenant. 

Finding 

We  found  no  exceptions. 


Procedure 

We  documented  the  nature  of  the  Tenant's  business  and  the  type  of  transactions  that 
affect  sales,  through  the  use  of  a  revenue  cycle  questionnaire. 

Finding 

We  found  no  exceptions  between  our  understanding  of  the  revenue  cycle  and  the 
transaction  testing  performed  below. 


Consultants  and 


Business  Advisors 


100  First  Street 


San  Francisco 


415.781.0793 


fax  415.421.2976 


Redwood  Shores 
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Procedure 


We  obtained  the  Tenant's  monthly  sales  and  rental  reports  submitted  to  the  Port  for  the  period  from 
January  1,  2005  through  December  31,  2007.  These  reports  are  used  by  the  Tenant  to  report  gross 
monthly  revenue  and  related  rents  payable  to  the  Port.  We  reconciled  these  monthly  reports  to  the 
Port's  Customer  Account  Detail  report  for  the  same  period.  We  agreed  the  monthly  amounts  to  the 
Tenant's  monthly  general  ledger  reports,  selected  quarterly  summaries  and  ultimately,  the  annual 
general  ledger  reports.  We  also  reviewed  any  credits  issued  by  the  Port  or  taken  by  Tenant  during 
this  period  to  supporting  documentation.  We  summarized  the  information  as  follows: 

Schedule  of  Gross  Sales  and  Related  Rents  Payable: 

Recalculated  Recalculated  Rent 

Gross  Sales  Sales  Related  Rent  Overpayment 

Rents  Payable     Payable  (Underpayment) 


January  1 ,  2005  through 

December  31,  2005 

$  13,647,829 

$  13,649,421 

$  887,285 

$     887,388  $ 

(103) 

January  1 ,  2006  through 

December  31,  2006 

14,310,482 

14,310,482 

930,370 

930,370 

January  1 ,  2007  through 

December  31,  2007 

15,050,857 

15,050,857 

978,477 

978,477 

Totals 

$  43,009,168 

$  43,010,760 

$  2,796,132 

$  2,796,235  $ 

(103) 

Finding 

We  found  an  underpayment  of  rents  of  $103  in  the  period  under  review. 
Procedure 


We  recalculated  the  applicable  minimum  rent  adjustment  required  based  on  changes  in  the  United 
States  Department  of  Labor's  Bureau  of  Labor  Statistics  Consumer  Price  Index,  All  Urban 
Consumers,  San  Francisco  -  Oakland  -  San  Jose,  California  to  determine  if  it  was  properly  calculated 
by  the  Port. 

Finding 

We  found  no  exceptions. 
Procedure 

We  obtained  the  monthly  sales  summary  reports  and  general  ledgers  for  January  2005,  June  2006,  and 
September  2007  from  the  Tenant  and  traced  and  agreed  total  revenues  reported  to  the  Port. 
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Finding 

We  noted  that  the  revenues  relating  to  beverage  sales  reported  to  the  Port  were  less  than  the  monthly 
sales  summary  reports.  We  summarized  this  information  as  follows: 

Unreported 
Revenue  "  Rent  Due 


January  1,  2005  through  December  31,  2005  $         1,592       $  103_ 

The  above  differences  have  been  reflected  in  the  table  on  page  2. 
Procedure 

We  obtained  the  Sales  and  Use  Tax  returns  and  supporting  documentation  for  the  2005  third  quarter, 
2006  fourth  quarter  and  2007  second  quarter  from  Tenant  and  traced  and  agreed  total  revenues 
reported  to  the  Sales  and  Rental  Report  as  submitted  to  the  Port  by  the  Tenant. 

Finding 

We  noted  that  the  revenues  reported  per  the  Sales  and  Use  Tax  returns  were  greater  than  the  amounts 
reported  per  the  Sales  and  Rental  Report.  The  difference  appears  to  be  employee  meals  which  are 
excluded  from  sales  as  per  the  lease  agreement. 

Procedure 

We  obtained  the  monthly  summary  records  and  the  detailed  daily  sales  reports  used  to  prepare  the 
monthly  summary  records  for  January  2005,  June  2006,  and  September  2007  from  the  Tenant.  We 
traced  and  agreed  the  total  sales  listed  on  the  daily  sales  reports  to  the  monthly  summary  recorded  in 
the  general  ledger.  We  scanned  the  daily  sales  report  summaries  for  evidence  of  operation  on  each 
day  the  Tenant  was  open  for  business. 

Finding 

We  found  no  exceptions. 

Procedure 

We  selected  the  daily  sales  of  January  27,  2005,  June  16,  2006  and  September  9,  2007.  We  obtained 
the  daily  sales  reports  for  the  above  dates  and  traced  and  agreed  this  information  to  cash  register 
tapes.  We  traced  the  total  daily  sales  to  the  respective  deposit  slip  (both  cash  and  credit  card)  and 
bank  statement  and  traced  and  agreed  the  cash  register  tapes  to  daily  sales  totals. 
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Finding 


We  found  no  exceptions. 


We  were  not  engaged  to  and  did  not  conduct  an  audit,  the  objective  of  which  would  be  the  expression  of 
an  opinion  on  the  accounting  records  of  the  Tenant.  Accordingly,  we  do  not  express  such  an  opinion. 
Had  we  performed  additional  procedures,  other  matters  might  have  come  to  our  attention  that  would  have 
been  reported  to  you. 

This  report  is  intended  solely  for  the  information  and  use  of  the  management  of  the  Port  and  the  City  and 
is  not  intended  to  be  and  should  not  be  used  by  anyone  other  than  these  specified  parties. 


June  18,  2008 


7-4 


I 


